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a new record. Royalty, minimum roy-
alty, and annual rental provisions of
the lease shall apply separately to each
segregated portion.

(b) Bach lease of an OCS mineral cre-
ated by the segregation of a lease
under paragraph (a) of this section
shall continue in full force and effect
for the remainder of the primary term
of the original lease and so long there-
after as minerals are produced from the
portion of the lease created by segrega-
tion in accordance with operations ap-
proved by the Director or the lessee is
otherwise in compliance with provi-
sions of the lease or regulations for
earning the continuation of the lease
in effect.

§581.43 Effect of suspensions on lease
term.

(a) If the BSEE Director orders the
suspension of either operations or pro-
duction, or both, with respect to any
lease in its primary term, the primary
term of the lease shall be extended by
a period of time equivalent to the pe-
riod of the directed suspension.

(b) If the BSEE Director orders or ap-
proves the suspension of either oper-
ations or production, or both, with re-
spect to any lease that is in force be-
yond its primary term, the term of the
lease shall not be deemed to expire so
long as the suspension remains in ef-
fect.

Subpart E—Termination of Leases

§581.46 Relinquishment of leases or
parts of leases.

(a) A lease or any part thereof may
be surrendered by the record title hold-
er by filing a written relinquishment
with the Director. A relinquishment
shall take effect on the date it is filed
subject to the continued obligation of
the lessee and the surety to:

(1) Make all payments due, including
any accrued rentals and royalties; and

(2) Abandon all operations, remove
all facilities, and clear the land to be
relinquished to the satisfaction of the
Director.

(b) Upon relinquishment of a lease,
the data and information submitted
under the lease will no longer be held
confidential and will be available to
the public.

§581.47

§581.47 Cancellation of leases.

(a) Whenever the owner of a nonpro-
ducing lease fails to comply with any
of the provisions of the Act, the lease,
or the regulations issued under the
Act, and the default continues for a pe-
riod of 30 days after mailing of notice
by registered or certified letter to the
lease owner at the owner’s record post
office address, the Secretary may can-
cel the lease pursuant to section 5(c) of
the Act, and the lessee shall not be en-
titled to compensation. Any such can-
cellation is subject to judicial review
as provided by section 23(b) of the Act.

(b) Whenever the owner of any pro-
ducing lease fails to comply with any
of the provisions of the Act, the lease,
or the regulations issued under the
Act, the Secretary may cancel the
lease only after judicial proceedings
pursuant to section 5(d) of the Act, and
the lessee shall not be entitled to com-
pensation.

(c) Any lease issued under the Act,
whether producing or not, may be can-
celed by the Secretary upon proof that
it was obtained by fraud or misrepre-
sentation and after notice and oppor-
tunity to be heard has been afforded to
the lessee.

(d) The Secretary may cancel a lease
in accordance with the following:

(1) Cancellation may occur at any
time if the Secretary determines after
a hearing that:

(i) Continued activity pursuant to
such lease would probably cause seri-
ous harm or damage to life (including
fish and other aquatic life), to prop-
erty, to any mineral (in areas leased or
not leased), to the National security or
defense, or to the marine, coastal, or
human environment;

(ii) The threat of harm or damage
will not disappear or decrease to an ac-
ceptable extent within a reasonable pe-
riod of time; and

(iii) The advantages of cancellation
outweigh the advantages of continuing
such lease in force;

(2) Cancellation shall not occur un-
less and until operations under such
lease shall have been under suspension
or temporary prohibition by the Sec-
retary, with due extension of any lease
term continuously for a period of 5
years, or for a lesser period upon re-
quest of the lessee; and
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(3) Cancellation shall entitle the les-
see to receive such compensation as is
shown to the Secretary as being equal
to the lesser of:

(i) The fair value of the canceled
rights as of the date of cancellation,
taking into account both anticipated
revenues from the lease and antici-
pated costs, including costs of compli-
ance with all applicable regulations
and operating orders, liability for
cleanup costs or damages, or both, and
all other costs reasonably anticipated
on the lease, or

(ii) The excess, if any, over the les-
see’s revenues from the lease (plus in-
terest thereon from the date of receipt
to date of reimbursement) of all con-
sideration paid for the lease and all di-
rect expenditures made by the lessee
after the date of issuance of such lease
and in connection with exploration or
development, or both, pursuant to the
lease (plus interest on such consider-
ation and such expenditures from date
of payment to date of reimbursement),
except that in the case of joint leases
which are canceled due to the failure of
one or more partners to exercise due
diligence, the innocent parties shall
have the right to seek damages for
such loss from the responsible party or
parties and the right to acquire the in-
terests of the negligent party or par-
ties and be issued the lease in question.

(iii) The lessee shall not be entitled
to compensation where one of the fol-
lowing circumstances exists when a
lease is canceled:

(A) A producing lease is forfeited or
is canceled pursuant to section (5)(d) of
the Act;

(B) A Testing Plan or Mining Plan is
disapproved because of the lessee’s fail-
ure to demonstrate compliance with
the requirements of applicable Federal
Law; or

(C) The lessee(s) of a nonproducing
lease fails to comply with a provision
of the Act, the lease, or regulations
issued under the Act, and the non-
compliance continues for a period of 30
days or more after the mailing of a no-
tice of noncompliance by registered or
certified letter to the lessee(s).
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